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Editorial Comment 


UGGESTIONS are made frequently to the offi- 
S cers of The Controllers Institute of America, 
usually by members, that the organization go on 
record as favoring or opposing certain measures be- 
fore Congress. In a majority of instances in which 
such requests are made the legislation which The 
Institute is asked to endorse or oppose is economic 
in character. In some instances the economic meas- 
ure, because of the subject with which it deals, be- 
comes also a political measure. This may be true too 
of proposed laws dealing with accounting proce- 
dures, which would require, for instance, adoption 
of modern accounting systems by governmental 
agencies. 

So many of these proposals that pending legisla- 
tion be endorsed or opposed came to The Institute 
that its directors gave serious study to the question 
of policy involved, and came to the conclusion that 
The Institute would not be justified in taking a 
stand on subjects which are largely economic, with 
possible political implications, and that even in the 
cases of proposed legislation having to do with ac- 
counting, budgeting and statistical matters serious 
consideration should precede any action which 
would place The Institute on record. 


It is the thought of the directors that The Insti- 
tute cannot assume to speak for its members on 
economic or political subjects, concerning which 
there may be wide differences of opinion among the 
members, and that even with respect to proposed 
laws dealing with accounting, budgeting and sta- 
tistical requirements The Institute should be cau- 
tious in expressing itself, especially if there is a 
possibility of a difference of opinion among the 
members of The Institute with respect to the pend- 
ing legislation. 

It is pointed out that the purposes for which The 
Institute was founded definitely limit its activities to 
technical studies, improvement of the technique of 
controllership and of accounting procedures, and 
conservation and promotion of the mutual interests 
of controllers. Taking a stand on proposed legisla- 
tion which does not fall within the limits of those 
activities would, it is felt, be out of place and be- 
yond what was intended when The Institute was 
formed. 

It is believed that practically all of the members 
of The Institute will approve this decision and will 
feel that it strengthens the organization and holds it 
on the high plane on which it has operated for 
nearly four years. 
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How Inflation Would Affect Balance 
Sheet of a Business 


Would Distort This Accounting Document and Make It Inac- 
curate, Incomplete, and Misleading—Definitions of “Money 
Value” and of “Real Value’ Items—Effect on Ratios Such as to 
Make Them Valueless—Article by HENry W. SWEENEY, C. P. A. 


HIS article is the substance of 

an address delivered by Mk. 
SWEENEY on May 14 before the New 
York Society of Accountants, at Hotel 
McAlpin, New York. Mr. Sweeney is 
a member of THE CONTROLLERS IN- 
STITUTE OF AMERICA. He has written 
many articles on accounting and re- 
lated subjects, which have appeared in 
“Harvard Business Review,” “Forbes,” 
“Accounting Review,” “American Ac- 
countant,” and “Journal of Account- 
ancy.” He also wrote “Bookkeeping 
and Introductory Accounting,’ pub- 
lished by McGraw-Hill Book Com- 
pany. —THE Epiror. 


1. FOREWORD CONCERNING IN- 
FLATION 

Most students of money and bank- 
ing predict that inflation is going to 
come in the United States. (Inflation 
may be defined as a general rise in 
prices, hence, a decrease in the gen- 
eral value of money, resulting from 
monetary manipulation.) 

Such students seem to think that in- 
flation will not begin to be obvious 
before the spring of 1936, that it will 
rapidly move forward during 1936, 
and that the spectacular aspect of it 
will come in 1937. 

What form will inflation take? 
Will it be a currency inflation, like 
that in Germany? Or will it be a 
credit inflation, like that in the United 
States during and immediately follow- 
ing the world war? 

Kemmerer, the Princeton authority, 
has predicted that if the soldiers’ 
bonus question is finally settled on 
the basis of the Patman scheme, that 
is, presumably by the issuance of cur- 
rency, a condition of currency infla- 
tion will come into existence. Inci- 
dentally his dire predictions, to the 


effect that the result of enacting the 
Patman bill or some similar measure 
into law in the near future will be to 
cause a flight from the dollar some- 
what like the flight from the German 
mark in 1920-1923, are not commonly 
shared by other students of the subject. 
Authorities on this question more 
generally, however, predict a credit in- 
flation. They point to the extent to 
which the necessary groundwork has 
been laid. Such groundwork, they say, 
consists of the devaluation of the gold 
content of the dollar by 40.94 per 
cent. and the creation of a “‘stabiliza- 
tion fund” of approximately $2,000,- 
000,000, of the Supreme Court “gold 
clause” decisions of February 18, 
1935, the remonetization of silver, the 
creation of federal insurance of bank 
deposits, the purchases of preferred 
bank stock by the Reconstruction Fi- 
nance Corporation, the huge excess 
reserves of banks, and legislation that 
is expected to give the federal gov- 
ernment greatly increased control 
over the banking system. Add to the 
foregoing the fact that business is 
commonly looked upon as_ having 
been in the recovery phase of the 
business cycle since the spring of 
1933, and the ominous presence of at 
least six years of large budgetary def- 
icits of the federal government. The 
result is considered to spell inevitable 
inflation unless some unexpected and 
powerful forces shortly intervene. 
The radio address of Secretary Mor- 
genthau on May 13, 1935, intimated 
that stabilization of the dollar might 
be at hand, and suggested that busi- 
ness might thereupon renew its lag- 
ging confidence and set forth upon the 
road of greater trade and production. 
Instead, however, of minimizing the 
likelihood of inflation, this address is 


considered in well-informed quarters 
to be a spur designed to make infla- 
tion actually take hold and get started. 
For if business does regain confidence, 
it will begin again to make commit- 
ments on a large scale. It will begin 
to make plentiful use of the huge re- 
serves of credit now lying idle. Then 
the extra supply of desired purchas- 
ing power put into circulation by the 
sudden opening of the sluice gates of 
credit is expected to be relatively much 
greater than the extra supply of goods 
and services put into circulation by 
the increased economic activity. The 
resulting excess of the extra credit 
over the extra goods and services will 
cause a marked rise in most prices. 

Probably inflation can best be 
measured by the rise in the index of 
the general price level, or “general 
index.” The only such carefully com- 
piled index for this country is that 
devised by Carl Snyder under the aus- 
pices of the Federal Reserve Bank of 
New York. It is a monthly index ap- 
pearing about three weeks after the 
month that it covers. It may be ob- 
tained in libraries or in the monthly 
review of credit and business condi- 
tions issued by the bank. 

Other usable measures are the 
monthly cost-of-living indexes issued 
by the U. S. Bureau of Labor Statis- 
tics and the National Industrial Con- 
ference Board, respectively. These 
indexes, however, are more limited 
inasmuch as they attempt to measure 
the extents of price changes in only 
the items that enter into the average 
cost of living. 

Since, then, inflation in one form 
or another is commonly looked upon 
as being more or less inevitable, the 
effects that it would have upon the 
balance sheet may well be considered, 
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for the balance sheet still remains the 
paramount accounting statement despite 
the growing emphasis that is being 
placed on the profit and loss statement. 

Inflation would have definitely 
harmful effects on the accuracy and 
completeness of the figures on bal- 
ance sheets. The greater the degree of 
inflation and the longer that inflation 
continued, furthermore, the more harm- 
fulthese effects would be. And, of course, 
the greater the degree to which the bal- 
ance sheet is rendered inaccurate and 
incomplete, the greater the degree to 
which it becomes misleading. 

But, in the last analysis, the profita- 
bility of business operations is largely 
dependent on the decisions of busi- 
ness management, and these decisions, 
in turn, are largely dependent on the 
balance sheet. Thus, decisions to buy 
or sell, to hire or discharge, to expand 
or contract, and to pay dividends or 
pass them, depend largely on what is 
shown by the balance sheet. Conse- 
quently, if the balance sheet becomes 
materially misleading, one of the 
main guides to business profit becomes 
dangerous to follow. 

There are three reasons for the dis- 
torting effects that inflation exerts 
upon balance sheets, as shown by 
European experience. 


2. Wuy INFLATION DISTORTS THE 
BALANCE SHEET 

The first reason is that inflation 
causes the value of the money unit, in 
this country the dollar, to keep chang- 
ing. If inflation is steadily progressing, 
the dollar of one month is not the 
same as the dollar of the preceding or 
following month, for each of such 
dollars then has a different value in- 
asmuch as each then has a different 
ability to command goods and services 
in general. Indeed, the dollar of one 
week becomes dissimilar to the dollar 
of other weeks. And the same lack of 
uniformity becomes true of the dollars 
of even different days although not, of 
course, in such marked degree. 

A fundamental axiom in mathemat- 
ics is that like must be added to like 
if the sum is to have any meaning. 
Two horses may be added to two 
horses, and the sum will quite prop- 
erly be four horses. And two apples 
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may quite properly be added to two 
apples. But two horses may not prop- 
etly be added to two apples. 

Similarly, when inflation is going 
forward, two dollars of one month or 
week or day, may not properly be 
added to two dollars of another month 
or week or day. And what is true of 
addition is also true of subtraction, 
multiplication and division. 

Let us use the example of a French 
writer who was explaining why francs 
of different dates and periods should 
not be indiscriminately combined while 
inflation was progressing in France. 
Let us call the dollars of one month 
carrots. And since, if prices are 
steadily rising, the dollars of the next 
month will be different in substance, 
because they will buy less, let them be 
called cabbages. Finally, let the still 
different dollars of the third month be 
called little red radishes. 

Then if one hundred dollars are 
spent for equipment in the first 
month, another hundred dollars in the 
second month, and still another hun- 
dred dollars in the third month, to 
add them together is like adding one 
hundred carrots, one hundred cab- 
bages and one hundred little red 
radishes. If these three quantities of 
different vegetables are added to- 
gether, what does the three hundred 
represent? It is not carrots. It is not 
cabbages. And it is not little red 
radishes. It is simply three hundred 
vegetables—and they are properly 
added together only when they are 
going into a stew. 

Likewise, the three hundred dollars 
in this case represent a dollar stew, a 
mixture of three different kinds of 
things. Since, however, there is noth- 
ing to be gained from preparing a 
dollar stew—at least, if accuracy 
means anything—there is also nothing 
to be gained by adding different kinds 
of dollars. 

The second reason for the distort- 
ing effect of inflation upon balance 
sheets is that accounting of the cus- 
tomary, or “orthodox,” sort does 
nothing about the condition described. 
To orthodox accounting the dollar is 
sacred, whether it is a carrot dollar or 
a cabbage dollar or a little-red-radish 
dollar, for when the dollar sign has 


107 


once been placed before an amount, 
that amount has by such very fact 
been touched by the magic wand that 
enables it to be combined and com- 
pared with every other amount that 
also has had the esoteric dollar sign 
placed before it. 

The result would be different if ac- 
counting would reason somewhat as 
follows: 

“When the second hundred dollars 
was spent, the general price level was 
twenty per cent. higher than it was 
when the first hundred dollars was 
spent. And when the third hundred 
dollars was spent, the general price 
level was fifty per cent. higher than 
it was when the first hundred dollars 
was spent. Hence, the value of the 
dollar when the first hundred dollars 
was spent was one and one-half times 
as great as when the last hundred dol- 
lars was spent. And the value of the 
dollar when the second hundred dol- 
lars was spent was one and one- 
quarter times as great as when the 
last hundred dollars was spent. Con- 
sequently, the first hundred dollar ex- 
penditure, whose units are each one 
and one-half times as great as each of 
those in the last hundred dollar ex- 
penditure, must be expressed as one 
hundred and fifty dollars in order 
properly to be added to the last hun- 
dred dollars. Similarly, the second 
hundred dollar expenditure must be 
expressed as one hundred and twenty- 
five dollars in order properly to be 
added to the last hundred dollars. 
The total of the three expenditures, 
then, must be expressed as $375, not 
$300, if it is to be expressed properly 
in the value of the dollar existing at 
the time of the last expenditure.” 

The third reason for the distorting 
effect of inflation upon balance sheets 
is that there are two main kinds of 
items on a balance sheet and that in- 
flation affects them in decidedly dif- 
ferent ways. 


3. MoNEY-VALUE AND REAL-VALUE 
ITEMS 


The first kind consists of ‘‘money 
values,” a term literally translated 
from the German word “Geldwerte.” 
These consist of items that are rigidly 
and unchangeably set at predeter- 
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mined money amounts and that, there- 
fore, cannot vary one penny regard- 
less of how the value of the money in 
which they are stated varies. 

Cash is an example. To illustrate its 
money-value nature let us use German 
inflation conditions, for they were so 
extreme that they quickly and sharply 
magnified qualities that, otherwise, 
might have remained hidden and im- 
perfectly understood. 

Let us assume, then, that on De- 
cember 31, 1913, a company put 
1,000,000,000,000 marks into a bank 
account and simply left it there until 
December 31, 1923. Needless to say, 
one trillion marks would have been a 
staggering, fabulous sum in 1913. It 
would have been equivalent to about 
$238,000,000,000. (The magnitude of 
$238,000,000,000 can perhaps best be 
comprehended in the light of the 
statement that the total debt, public 
and private, long term and _ short 
term, of the United States was recently 
estimated at that figure.) Yet if M1,- 
000,000,000,000 had thus been left 
on deposit, it would have been worth 
a mere 24 cents on December 31, 
1923. 

Such is the relation of a money- 
value item to changes in the value of 
money, for no matter how greatly in- 
flation causes the value of money to 
fall, a money-value item stays the 
same. 

Other money-value items are ac- 
counts and notes receivable, accounts 
and notes payable, mortgages and 
bonds owned, mortgages and bonds 
owed, and outstanding preferred stock 
that is voluntarily or involuntarily re- 
deemable. 

The second kind of items on a 
balance sheet consists of “real values” 
(from the German term “Real- 
werte’). These items are those that 
stay the same in substance, or real 
value, regardless of how the value of 
the money in which they are expressed 
changes. For although the monetary 
expressions of their real values may 
change, their real values themselves do 
not change; whereas, it will be re- 
called, money-value items are affected 
in just the opposite way. For although 
the real values of money-value items 
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may change, the monetary expressions 
of those values do not change. 

Examples of real-value items are 
common stocks owned, goods and 
supplies on hand, furniture, machin- 
ery, buildings, land, and common 
stock issued and outstanding. 

It was said above that the monetary 
expressions of real-value items may 
change. They do change, for the most 
part, in so far as their market values 
are concerned. But on the books and 
on the balance sheet, orthodox ac- 
counting methods usually leave them 
unchanged. This, as will be seen, is 
one of the main causes of trouble in 
so far as the effects of inflation on 
balance sheets are concerned. 

Liabilities owed to outsiders are 
money-value items in the great ma- 
jority of instances. An example of a 
real-value liability, however, was the 
bond issued by the Rand Kardex Com- 
pany, Inc., July 1, 1925. The interest 
and principal payments were designed 
to vary in proportion to any change of 
10 per cent. or more that had taken 
place in the value of money since 
July 1, 1925. 

Other money-value items may also 
assume a real-value nature under cer- 
tain conditions. For example, at one 
period of the German inflation an 
electric power company in Saxony 
tried to curtail the losses that it was 
suffering on its accounts receivable. 
Accordingly, it billed its customers 
in kilowatt hours and requested them 
to pay, instead of paper money, 10 
eggs or three pounds of corn meal or 
25 pounds of potatoes in return for 
each kilowatt hour. Other debts in 
Germany were based on the market 
prices of rye, coal, sugar, potassium, 
and similar commodities and services. 

But now that the reasons why in- 
flation makes balance sheets mislead- 
ing have been explained, let us con- 
sider some _ specific applications.* 
These will be considered, first, from 


* Readers interested in seeing the effects of 


inflation on the balance sheets of actual com- 
panies should consult the writer’s article en- 
titled, “How Inflation Affects Balance Sheets,” 


in The Accounting Review for December, 1934. 
There the varying effects of the varying degrees 
of inflation in eleven European countries are 
shown with reference to the balance sheets of 
eleven different companies. (The Accounting Re- 
view may be obtained from the Editor, Eric L. 
Kohler, One N. LaSalle Street, Chicago, Ill. at 
$1 a copy, postage free.) 


the standpoint of the balance sheet 
of just one particular date, and then 
from the standpoint of the compara- 
tive balance sheet. 

As regards the balance sheet of one 
particular date, inflation distorts it by 
making it both inaccurate and incom- 
plete—inaccurate because of the dif- 
ferent ways in which money-value and 
real-value items are affected. 


4. INFLATION MAKES BALANCE- 
SHEET FIGURES INACCURATE 


Cash, receivables, payables, and any 
bonds and mortgages owned or owed 
will properly be stated at just their 
book amounts on the balance sheet 
during an inflation period. For, as 
previously explained, their face or 
book amounts always reflect their ac- 
tual current values, respectively, no 
matter what the current value of the 
money unit in which they are ex- 
pressed happens to be. A collectible 
note receivable of $500, e.g., will be 
worth $500, no more and no less, on 
any date that it is owned, whether the 
dollar is worth ten times as much on 
that date as it is today or only one 
tenth as much as it is today. 

But the real-value items will not be 
properly stated if they are stated at 
just their book amounts, unless the 
books reflect current replacement costs 
as of the date of the balance sheet. 
To have such current costs shown on 
each successive balance sheet when 
inflation is progressing means that 
three things must be done. 

First, every real-value asset and 
liability must be shown at its current 
cost—not just the fixed assets, but 
also, for example, the inventories, the 
deferred charges for supplies, and 
any common stocks owned. 

Second, the replacement costs must 
represent the date of the balance 
sheet. Replacement cost as of a pre- 
vious date is not enough although, of 
course, the more recent such date, the 
greater the likelihood that the replace- 
ment cost of that date will be near 
the replacement cost of the date of 
the current balance sheet. 

Replacement cost ordinarily requires 
a competent independent appraisal— 
at least, if the value as thus estimated 
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is to lay any pretense at all to being 
accurate. This, in turn, means a thor- 
ough basic appraisal and then in most 
cases a ‘‘continuous appraisal.” The 
essence of the continuous appraisal is 
that all changes in the particular asset 
or assets since the date of the basic 
appraisal are reported to the appraisal 
company, which then reexpresses them 
at their respective replacement costs 
as of the new, current date and adds 
them to the current reexpression of 
the items in the basic appraisal, of 
which the appraisal company, of 
course, has kept a record. 

Third, the investment of the com- 
mon stockholders in the business must 
be shown at the current equivalent of 
the sacrifice that it originally repre- 
sented. If, for instance, prices have 
risen 30 per cent. since the common 
stockholders put $100,000 into an en- 
terprise, the current expression of such 
investment must also be 30 per cent. 
higher than $100,000, i.e., $130,000, 
for $130,000 as of the later date will 
then have merely the same meaning 
as the $100,000 of the investment 
date had. 

No changes, of course, would need 
to be made in any of the capital stock 
records if the outstanding capital 
stock were to be shown at its current 
“replacement cost,” for the usual 
type of balance sheet per books would 
still be prepared, and the altered 
capital stock figure would be shown on 
simply a supplementary, “stabilized” 
balance sheet. 

In few or no cases will the balance 
sheet per books reflect replacement 
costs of the kind outlined above. 
Hence, when and if inflation comes, 
the great majority of the real-value 
items on the balance sheet will re- 
main stated in price levels of the past 
while the money-value items will all 
be stated in the price level of the 
balance sheet date. 

As a consequence, some such kind 
of result as that shown in the follow- 
ing table will be obtained. (The fig- 
ures are taken from the Russian case 
in the article referred to in the pre- 
ceding footnote. The balance sheet 
date is October 1, 1922.) 

The net fixed assets in this case 
were shown on the balance sheet per 
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Per Books 
% To 
Total Correct 
Assets Rubles Assets Equivalent % 
Real estate and machinery (net) 579,340,910,400 41.5 78.4 
Inventories 1,092,958,535,000 78.3 14.5 
Cash and securities 11,493,785,000 8 at 
Receivables 871,133,870,000 62.4 7.0 
Total 1,396,245,279,600 100.0 100.0 








NotE—lItalics denote negative figures. 


books at a figure that was, in effect, 
a negative amount, for the deprecia- 
tion reserves were almost three times 
as large as the fixed assets. (This con- 
dition doubtless resulted from the ef- 
fort of the company to charge off 
enough depreciation to enable it to 
accumulate funds sufficient to replace 
a fairly substantial part, at least, of the 
depreciating assets.) Such was the ex- 
tent to which the fixed assets were 
understated in this case—admittedly 
an abnormal case, but one that does, 
for that very reason, better reveal the 
tendency of fixed assets to become 
stated too low in a period of inflation. 

Here the net fixed assets, instead of 
being minus 41.5 per cent. of all the 
assets, were by far the greater portion 
of them, viz., 78.4 per cent. The in- 
ventories, on the other hand, instead 
of making up the greater portion of 
the assets, were only 14.5 per cent. of 
them. The receivables, instead of be- 
ing 62.4 per cent. of the assets, were 
only 7.0 per cent. And the cash and 
securities, instead of .8 per cent., were 
.l per cent. 

One of the main real-value items on 
most balance sheets, however, is the 
inventory. The inventory, unlike fixed 
assets, tends to be shown on the bal- 
ance sheet at a value that is not 
greatly removed, in a time of infla- 
tion, from current cost of replace- 
ment, for the goods in an inventory 
are usually replaced often. Hence, to 
value them at original cost or at 
market price, whichever is lower—the 
orthodox accounting formula—is usu- 
ally to value them at cost in such a 
time. And valuation at cost is then 
usually not much different from valua- 
tion at current value because the goods 
in the inventory were probably bought 
or manufactured only recently. 








Since the inventory is ordinarily a 
current asset and since most of the 
remaining current assets are usually 
money-value items, the net result is 
that the current assets strongly tend to 
be measured in the current value of 
the money unit in a time of inflation. 
And since the great majority of lia- 
bilities owed outsiders are stated at 
unalterably set money amounts, all the 
liabilities strongly tend, likewise, to be 
measured in the current value of the 
money unit in a time of inflation. 

The fixed assets and the capital 
stock (or the net invéstments of 
partners or a sole proprietor), how- 
ever, are ordinarily composed mostly 
of real-value items that are not shown 
at replacement cost. Hence, they 
strongly tend to be stated in terms of 
money units that are materially and 
even radically different from the 
money unit in which the current as- 
sets and all the liabilities are, for the 
most part, stated. Consequently, the 
accuracy of the balance sheet becomes 
badly impaired. 

This pronounced tendency toward 
impaired accuracy, moreover, is not 
confined to just money amounts. It 
applies also to the balance sheet fatios, 
which have come to occupy an im- 
portant place in managerial guidance. 


5. INFLATION MAKES BALANCE- 
SHEET RATIOS INACCURATE 


The current ratio, that of current 
assets to current liabilities, for exam- 
ple, may or may not become badly 
out of line. The extent of error usu- 
ally depends upon the extent to which 
inventories and any real-value securi- 
ties in the current assets are stated in 
price levels close to that of the cur- 
rent balance sheet date. 

The ratio of fixed assets to total as- 
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sets becomes quite inaccurate as a rule, 
for the growth in the book values of 
current assets tends to outstrip the 
growth in the book values of fixed 
assets when inflation is present. 
Hence, the growth in the book values 
of the total assets is caused mostly by 
the growth in the current assets, and 
the resulting uneven degrees to which 
the two factors that determine this 
ratio are affected ruins its accuracy. 
(This ratio, it may well be noted, is a 
significant one, for a study made a few 
years ago by a prominent university 
showed that this ratio was an excel- 
lent indicator of approaching insol- 
vency.) 

The ratio of net worth to the total 
liabilities of the business becomes 
quite distorted for a similar reason 
during such a period, for the growth 
in the total liabilities is due more to 
the growth in liabilities owed outsid- 
ers than to the growth in net worth, 
which is largely composed of capital 
stock. 

Next, the ratio of net income or 
net profit to plant also becomes very 
misleading. The reason is that the net 
income is the remainder after ex- 
penses have been subtracted from 
gross income. Expenses tend to lag 
behind the advances in prices during 
inflation, whereas gross income, being 
made up largely of sales prices of 
goods and services, more nearly keeps 
pace with inflation. Consequently, the 
net income has a decided tendency to 
rise. But, as previously seen, the value 
placed upon the plant has a decided 
tendency to remain stated in the price 
levels of the past. 

The ratio of net income to net 
worth becomes wrong for the same 
sort of reason, for the growth in the 
net income is usually not matched by 
the growth in the value of the net 
worth, which although it does rise 
during a period of inflation, tends to 
rise mainly because of the growth in 
just the net surplus. 

Finally, the ratio of dividends to 
net worth becomes misleading too, for 
dividends usually rise with profits, 
which rise rapidly during inflation. 
But net worth tends to stay the same, 
or at best to rise comparatively slowly 
with the net rise in surplus. 
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For instance, The New York Times 
of June 7, 1924, stated that the Gen- 
eral Local Railway and Power Works 
Corporation of Berlin had declared a 
500,000,000,000 per cent. dividend 
per share on its common stock. This 
dividend was equivalent, however, to 
only five pre-war gold marks. Yet be- 
fore the war this company was accus- 
tomed to pay dividends of 10 per cent., 
i.e., 100 gold marks a share—which 
thus meant twenty times as much real 
substance as the 500,000,000,000 per 
cent. dividend. 

The balance sheet becomes mislead- 
ing during inflation because it is ren- 
dered both inaccurate and incomplete. 
The imaccuracy aspect has been dis- 
cussed. How is the balance sheet made 
incomplete as well? 


6. INFLATION MAKES BALANCE- 
SHEET FIGURES INCOMPLETE 

The balance sheet is made incom- 
plete because it does not show the ex- 
tent to which unrealized profit or loss 
resulting from the inflation is present 
on the date of the balance sheet. 

If, for instance, cash of $10,000 is 
received when the general index 
stands at 150 and is held until the 
general index registers 180, the cash 
is held while the value of the dollar 
is falling. Hence, it is held while its 
purchasing power is going down. If it 
were to increase in the same ratio as 
the increase in the general price level, 
it would have to increase 20 per cent., 


i.e., from $10,000 to $12,000. But 
since it is a money-value item and 
stays unchanged, it stays $2,000 less 
than it needs to be if no loss is to 
exist. This $2,000 represents the un- 
realized loss from the rise in prices so 
far as this $10,000 of cash is con- 
cerned. If the $10,000 should be 
spent while the general price level 
stands at 180, the $2,000 loss would 
become realized, once and for all. 

Money-value assets that are held 
while prices are rising decrease in 
substance and give rise to unrealized 
losses. On the other hand, since 
money-value liabilities that are kept 
owed while prices are rising decrease 
in substance too, they give rise to un- 
realized profits. If the unrealized 
losses of this nature exceed the un- 
realized profits, an unrealized deficit 
from money-value change belongs in 
the net worth together with the or- 
dinary realized surplus from opera- 
tions; and vice versa.t 

Just as the balance sheet of a single 
date is made misleading by inflation, 
furthermore, so is the comparative 
balance sheet. 


7. INFLATION MAKES THE COMPARA- 
TIVE BALANCE SHEET INACCURATE 


For the most part all the items that 
are customarily present on the balance 


7 For the details of how this is done, the 
reader must be referred to the writer’s article, 
“The Technique of Stabilized Accounting,”’ 
which will appear in the June, 1935, issue of 
The Accounting Review. 





SLASKI BANK ESKONTOWY, BIELSKO, POLAND 
CHANGES IN BALANCE SHEET FIGURES 
From December 31, 1913 to December 31, 1924 








Amount Percentage 


of Increase 


of Increase 





Assets or Decrease or Decrease 
Per Books Correct Per Books Correct 
Cash 279,959,264,167 62,512 206,105,486 46 


Notes discounted 
Securities and merchandise 
Real property 


489,565,133,632 4,138,150 
457,372,315,336 288,991 
30,696,998,364 318,066 


11,474,986 97 
94,368,947 60 
15,223,967 158 





Furniture and fixtures 32,414,376,577 4,736 138,386,955 20 
Accounts receivable 7,498,241,219,062 6,032,499 93,951,879 76 
Total 8,788,249,307,138 10,208,822 67,122,447 78 


Liabilities 
Capital stock, net-worth 
reserves, and surplus 


Accounts payable 


902,258,425,001 3,387,154 
Deposits 198,456,309,201 838,823 
7,687,534,572,936 5,982,845 95,770,192 75 


21,610,985 81 
22,278,461 94 





Total 8,788,249,307,138 10,208,822 


67,122,447 78 


























sheet of an enterprise tend to go up in 
money amount on the books as infla- 
tion continues. But, of course, the cur- 
rent assets and the current liabilities 
all tend strongly to go up rapidly, 
whereas the fixed assets, the fixed 
liabilities, and the net worth usually 
go up slowly. The result is that the 
increases per books in most current as- 
sets and in most current liabilities as 
between two dates in a period of in- 
flation have a decided tendency to be 
very high; yet the increases per books 
in most of the fixed assets, fixed liabil- 
ities, and net-worth items have a de- 
cided tendency to be much lower. 
Consequently, many of the changes 
shown on a comparative balance sheet 
during a time of inflation are dispro- 
portionate, distorted, and not prop- 
erly comparable with one another. 
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This may be seen from the figures 
shown in the preceding table, which 
were taken from the Polish case in 
the article referred to in the first foot- 
note above. The concern in question 
was a bank. 

As an example of what the figures 
directly above mean, consider the first 
item, cash. According to the book 
figures the cash went up during this 
eleven-year period in an amount of 
279,959,264,167, or 206,105,486 per 
cent. Actually, however, the cash took 
a decided drop in so far as its sub- 
stance was concerned, for it declined 
in an amount of 62,512, or 46 per 
cent. of what it had been at the 
earlier date. 

The only item that really did in- 
crease in underlying value was, as 
might be expected, one of the real- 
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value fixed assets, the real property. 
It did not, though, increase to any- 
thing like the extent shown by the 
books. For, instead of rising 30,696,- 
998,364, or 15,223,967 per cent., it 
advanced only 318,066, or 158 pet 
cent. 

No such distorted effects, 6f course, 
are to be anticipated if inflation comes 
in the United States. Nevertheless, 
the effects will be the same in kind if 
not in degree, and the degree will 
probably be large enough to cause de- 
cided harm if the figures on ortho- 
dox accounting balance sheets are re- 
lied upon for managerial guidance. 
For a change of only 5 per cent. in 
the general price level during a period 
can cause grave deception to be 
present in a balance sheet prepared 
from just the books of account. 


Clearing Desk Aids Program of “Planned 
Activity Performed on Schedule” 


Has Proved Helpful In Controller's Departments—Perfects Han- 
dling of Internal Paper Work, Brings Earlier Reports, Effects 
Economies, Improves Organization—Duplication and Unsuspected 
Weaknesses Brought to Light—Article by Henry D. MINIcu. 


HIS article is self explanatory. 

Mr. Henry D. MINICH, the au- 
thor, is chairman of the newly or- 
ganized Research Council of THE 
CONTROLLERS INSTITUTE OF 
AMERICA. —THE Epiror. 


In looking for improvement in 
other departments the controller can- 
not afford to ignore the cost and ef- 
ficiency of the work for which he 
himself is responsible. Elimination of 
non-essentials and development of 
planned activity performed on sched- 
ule at all times should be the Con- 
troller’s goal if for no other reason 
than to set an example that he would 
have others follow. 

The internal mechanism of a con- 
troller’s department obviously has a 
great deal to do with its efficiency. 


When all of the more important de- 
tails are worked out methodically and 
are despatched according to a definite 
time-table—when everything “clicks” 
—there is less that is left to memory 
or to chance, the cost of confusion is 
reduced, and more time is left for the 
controller and his division and section 
heads to do constructive work. 

One of the simplest devices for 
bringing such matters into focus and 
for controlling them—usually with 
immediate saving rather than with ad- 
ditional expense—is the Central 
Clearing Desk. 

In offices in which the handling of 
internal paper work is yet to be per- 
fected, in which earlier reports are de- 
sired, or in which thorough analysis 
is needed as a means to better econ- 
omy or to improvements in organi- 


zation, such a device can be made ex- 
tremely helpful. It has no place in a 
small office, and in a very large one 
it may have to be divided into several 
parts with separate controls in order 
to accomplish its purpose without too 
much centralization. Usually, however, 
the principle involved will find some 
important application. 

The extent to which it is economi- 
cally desirable and effective depends on 
the stage of development—the present 
general efficiency of the department. 
Each case is entirely different. If 
thoughtfully planned and intelligently 
used under the direction of the office 
manager—or even the controller, if he 
has the time—there are likely to be 
few if any offices in which substan- 
tial improvement cannot be made in 
one way or another. There are often 
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some very pleasing and unexpected 
by-products. 


Girl Clerk May Operate It 

If nothing of the sort is already in 
existence a start can be made by select- 
ing an intelligent girl who can be 
centrally located and by having her— 
usually in part time—start a card rec- 
ord of incoming and outgoing re- 
ports, indexed by divisions, sections, 
and the like, and flagged, or colored, 
to indicate frequency—daily, weekly, 
monthly, and so on. In some cases 
this can be handled better by a sepa- 
rate set of cards. Another set arranged 
according to the people receiving re- 
ports may also be found desirable. 

These cards should provide for 
standard information such as source, 
disposition, correct title, frequency, 
number of copies, and of course spaces 
for noting the date ‘‘cleared.” In some 
cases the actual time cleared will also 
be needed. 

The next steps are to provide the 
clerk with a time stamp and to in- 
struct all those concerned that all 
regular routine reports are to be 
passed over this desk. The clerk is in- 
structed to enter the date or time after 
making sure that the heading on the 
report agrees with that on the card. 
The reports are then stamped and 
passed on through their usual chan- 
nels. This part is extremely simple 
and reports pass this point with 
scarcely any delay—usually through 
interoffice mail unless greater speed is 
desired or unless there is need for 
more confidential handling. 

Conditions and individual citcum- 
stances govern just what the clearing 
desk should handle. It may be desir- 
able to have its records cover sub- 
sidiary reports, standard journal 
entries, factory, branch, _ statistical 
reports, financial statements and many 
other items. It may be preferred to 
limit the activity to internal reports or 
to deal with only incoming or outgo- 
ing material. It is usually desirable to 
exclude non-routine items. In some 
cases it will be found desirable to in- 
clude all routine paper work in the 
beginning and later to eliminate such 
items as are found to be independent 
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of all others or those that are func- 
tioning so satisfactorily that further 
treatment is entirely unnecessary. Ob- 
viously no two cases will be alike. 


What Clearing Desk Discloses. 

While the full benefits can be de- 
rived only after a period of time, the 
information immediately available is 
often most illuminating. For example: 


Usually far more routine reports 
are found than anyone would 
have thought existed. 

Duplication is often found—especi- 
ally when various executives have 
asked for practically the same in- 
formation in different form. 

Copies are found going to people 
who never look at them. 

Some reports have served their pur- 
pose and are no longer needed. 
Frequency of reports may be found 

to be greater than needed. 

Typed reports may be made when 
all purposes can be served just as 
well by merely routing certain 
working papers. 

Miscellaneous sizes of reports and 
many kinds of paper may disclose 
themselves—suggesting further 
study for standardization and 
economy. 

“Bottle necks” may be revealed as 
occasioning delays because too 
much is expected of one person or 
One section at one time. This may 
suggest organization changes. 

Schedules may be found to disregard 
important uses. Slight rearrange- 
ment may make the flow much 
smoother, speed up results and 
improve accuracy at the same 
time. 

Certain work may be eliminated al- 
together. 

The need for standardization of 
headings, forms, and routing may 
come to light. 


These and many more may be te- 
vealed in the first examination after 
the plan has been put into effect. To 
reap the benefit the office manager, or 
some such executive, must watch this 
desk consistently and review the en- 
tire operation carefully from time to 
time. Such effort will be well repaid. 


When Plan Is Inaugurated 

If such information has not been 
gathered previously it may be months 
before the primary purposes have 
been realized. The dates as first reg- 
istered will not necessarily have much 
significance. Certain individuals may 
not take the plan too seriously and for 
a time the record may be incomplete. 
This will correct itself if the plan is 
followed up and watched. After a 
few months, variations will be noted. 
Reports will be earlier or later. The 
causes of these variations are of much 
significance and in their study the 
responsible executive will find much 
food for thought and material to 
work upon. 

Firm pressure, even though so gen- 
tle as to be almost unnoticed, will 
bring out, for example, that Report C 
is delayed because of Report B, and 
Report B is delayed because of Report 
A; or, it may be found that Report E 
came in early because Report D was 
handled a little differently than it had 
been before. 


Will Reveal Room for Improvement 

A study of the records will always 
reveal some room for improvement— 
in form, schedule, use, assignment, or 
some other phase of the internal 
mechanism. Properly laid out, the de- 
vice is comparable in some respects to 
the control board of a complex rail- 
road yard or subway. It places the 
visible part of many operations where 
they can all be seen at one time in all 
their mutual relationships. Manage- 
ment of the work represented takes on 
an aspect that it never had before. 


Leads to Definite Schedule 

If no definite schedule is in use the 
central clearing idea will soon make 
it possible to create one. If improve- 
ment is desired, a study of its records 
will aid materially in obtaining such 
improvement. If it is only a matter of 
maintaining an already satisfactory 
schedule, it can be depended upon as 
a signal system to provide an alarm 
in case anything should go wrong. 

The automatic nature of the device 
is one of its desirable features. The 
clerk soon learns what reports are due, 
checking herself with a card file ar- 
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ranged according to due dates as soon 
as such dates can be established. Re- 
ports that come through on schedule 
require no comment but when any- 
thing gets out of gear, that item re- 
ceives immediate attention. The least 
delay, in effect, trips a signal so that 
the responsible executive immediately 
knows what is delayed. As the scheme 
is further developed he knows ex- 
actly where to look for possible 
trouble and what is needed to cor- 
rect the situation. 

Aside from the specific purposes 
for which the central clearing plan is 
designed, and aside from the indirect 
benefits such as its aid in standardiza- 
tion, economy, and the like, the ar- 
rangement is perhaps appreciated 
most when unusual problems and cir- 
cumstances arise. 

It may be desired to know the 
names of all the reports that go to a 
certain individual. All sales reports 
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may be wanted at one time. The per- 
formance of a particular division 
head may come up for review. A com- 
plete file of a certain report may be 
wanted quickly. Additional details 
may be desired from supporting 
schedules not ordinarily distributed. 
A change of personnel or office loca- 
tion may be considered. A rush job 
may require the setting aside of cer- 
tain work without handicapping 
something else. Cost of operation may 
demand a reduction of reports. A 
proposed system may call for prompt 
information concerning the existing 
routine. Countless matters of this gen- 
eral nature find their answer in a 
study of information available at the 
clearing desk. 

The satisfaction of having a simple 
organized method is keenly felt when 
such things can be dealt with 
promptly and effectively without con- 
fusion or doubt as to results. 
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Like all such devices this one is no 
better than the clerk who runs it or 
the executive who plans and super- 
vises it and studies it. It can be made 
most helpful if intelligently planned 
and vigilantly operated. It can be- 
come a nuisance if it is carelessly 
planned or thoughtlessly conducted. 

Central clearing is not a panacea 
for perfecting all matters of internal 
routine. It does not provide policy, 
personnel, method, or discipline. It 
does not prevent errors. It does not 
expedite a trial balance. However it is 
a vety flexible procedure which can 
save much time of executives by or- 
ganizing a control over a large part 
of the work of a controller's depart- 
ment, by raising danger signals to 
whatever extent may be desired and by 
developing, as a by-product, a psy- 
chology of “planned activity per- 
formed on schedule at all times.” 


Demand Voiced that Danger of Suits Based 
on Trifling Technicalities Be Removed 


Controller Suggests Securities Exchange Act Be Amended 
So As to State Clearly and Specifically What Material 
Facts an Accounting Officer Is Liable For—Should In- 
clude Only Tangible Things—Letters by Roy S. HOLDEN. 


HAT is in the minds of con- 

trollers and of corporate direc- 
tors and officers with respect to liabil- 
ities created by the Securities and Ex- 
change Act is set forth in the letters 
by Mr. Roy S. HoLpEN, published 
here. MR. HOLDEN 7s controller of 
the Public Service Company of North- 
ern Illinois. He advocates that an ef- 
fort be made to bring about amend- 
ment of the Securities Exchange Act 
so as to remove what he terms “the 
gross unfairness relating to the liabil- 
ity of the accounting officer (control- 
ler)’ Mr. Holden’s views are con- 
structive and should serve to arouse 
other controllers and corporate direc- 
tors and officers. . —THE EpiTor. 


Because controllers figure so promi- 
nently in the provisions of the Securi- 
ties Exchange Act of 1934, and be- 
cause of the indefiniteness of some of 
the Act’s provisions, suggestions are 
being made that recommendations be 
presented to Congress that the Act be 
amended in certain particulars. 

“The gross unfairness relating to 
the liability of the accounting officer 
(controller) ,”” is the way one feature 
is described by Mr. Roy S. Holden, of 
the Public Service Company of North- 
ern Illinois. 

The story is best told by the three 
letters quoted here: 


By Mr. Holden 

FroM Mr. HOLDEN TO THE SEC- 
RETARY OF THE CONTROLLERS IN- 
STITUTE OF AMERICA, UNDER DATE 
OF DECEMBER 17, 1934: 

“I should be very much interested 
in learning whether the Controllers 
Institute of America is working with 
the Securities and Exchange Commis- 
sion in order to clarify the responsi- 
bility and liability of the accounting 
officer under the Securities Act of 
1933 as amended June 1, 1934, as I 
feel that this is one of the most im- 
portant things we have before us at 
the present time..... I feel that 
the Controllers Institute of America 
should not only have a part in this 
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work, but that it should keep con- 
tinually in touch with the situation 
until the act itself is amended insofar 
as the gross unfairness relating to the 
liability of the accounting officer is 
concerned.” 


By the Institute’s Secretary 


FROM THE SECRETARY OF THE 
CONTROLLERS INSTITUTE OF 
AMERICA TO Mr. HOLDEN, UNDER 
DATE OF MARCH 22, 1935: 


“Your letter of December 17, 1934, 
has been held in my open file all this 
time, so that I could communicate 
with you again when the work which 
this Institute has been doing with the 
Securities and Exchange Commission 
began to bear fruit. 

“The public acknowledgment given 
by Honorable Robert E. Healy on 
January 31, to the cooperation that 
has been afforded him and the Securi- 
ties and Exchange Commission by this 
Institute, brings this whole matter 
into the open. 

“Commissioner Healy's answer to 
a question which was asked him at 
that time—the dinner meeting of 
January 31 which he addressed—as to 
the comparative responsibility of the 
public accountant and the controller 
with respect to statements made in 
registration papers I think answers the 
question which you asked on Decem- 
ber 17. Commissioner Healy said that 
the responsibility of the accounting 
officer and of the public accountant 
are the same, but that the accounting 
officer is probably in a better position 
than the public accountant to know 
the real facts, and consequently, could 
be less easily excused if there were a 
serious omission or a deliberate mis- 
statement. 

“Our committee, and The Institute 
itself, are in constant communication 
with the Securities and Exchange 
Commission. I shall be glad to have 
you let me know specifically what 
you have in mind with respect to the 
amendment of the Securities and Ex- 
change Act which would correct the 
condition which you describe, namely, 
‘the gross unfairness relating to the 
liability of the accounting officer.’ ” 
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By Mr. Holden 
From Mr. HOLDEN TO THE SEC- 
RETARY OF THE INSTITUTE UNDER 
DATE OF MARCH 26, 1935: 


“It has been very kind of you to 
keep my letter of December 17, 1934, 
in your open file and to have written 
to me on March 22, 1935, regarding 
the progress which THE CONTROL- 
LERS INSTITUTE has made both in 
giving cooperation to and in receiving 
it from the Securities and Exchange 
Commission. Honorable Robert E. 
Healy’s address on January 31 before 
the New York Control and the an- 
swers which he has made to the ques- 
tions turned in by Institute members 
are very helpful. The February and 
the March issues of “The Controller’’ 
contain the best information that I 
have been able to find on this impor- 
tant subject. 

“Commissioner Healy's expressed 
opinion as to the relative responsibil- 
ities of the public accountant and the 
accounting officer makes clear the seri- 
ousness of the accounting officer's job 
particularly from the standpoint of 
civil liability and the penalties result- 
ing if the accounting officer were con- 
victed under the Act. 

“This leads to ‘the gross unfair- 
ness relating to the liability of the ac- 
counting officer’ mentioned in my let- 
ter of December 17 in connection with 
which you ask me to say specifically 
what I have in mind. May I quote the 
following paragraph from my letter 
of January 22 to Mr. A. J. Lansing 
with whom I have had useful corre- 
spondence on this subject: 


‘It seems to me that any reasonably in- 
formed accounting officer should be able 
to have the statements, to which he certi- 
fied, in such shape that he will run little 
risk of conviction in case he were sued, but 
it is unreasonable that he may, neverthe- 
less, be sued on any trifling technicality 
and be obliged to go to the expense of de- 
fending himself in court. A suit should be 
filed only for some important reason, and, 
if possible, the Securities Act should be 
framed accordingly to limit legal action 
against the officers and the directors of a 
corporation.’ 


“I feel that Mr. Lansing in intro- 
ducing Commissioner Healy on Janu- 
ary 31 covered this particular phase 
of the subject very ably in his refer- 


ence to a ‘material fact’ and to an 
‘average prudent investor.’ 

“In talking with lawyers on this 
matter I understand that it would be 
difficult to convict an accounting offi- 
cer on the basis of a trifling technical- 
ity, but the time and expense involved 
in defending a lawsuit should be con- 
sidered. 

“Any suggested change in the law 
to remove the gross unfairness relat- 
ing to the liability of the accounting 
officer, of course, would have to be 
made by a qualified lawyer. If such 
gross unfairness were removed I 
should think that the law would state 
clearly and specifically just what ‘ma- 
terial facts’ an accounting officer is 
liable for, and these material facts 
would include only such tangible 
things as a deliberate overstatement 
or understatement of net income or 
surplus. 

“Under the law thus revised the 
accounting officer could not be sued 
on trifling technicalities, on the more 
or less conjectural phases of the ‘Form 
10’ balance sheet and income state- 
ment, or on honest errors. 

“My reference to the conjectural 
phases of the ‘Form 10’ balance sheet 
and income statement is to the sec- 
tions on such matters as non-recurring 
income concerning which the most 
carefully and conscientiously _ pre- 
pared information may in the space of 
a few years turn out to have been so 
misleading that in itself it would 
constitute the basis for a purchaser or 
a seller of securities to bring action 
against the directors and officers of a 
corporation. According to my under- 
standing the penalties apply alike to 
overstatement and understatement, and 
the accounting officer, who by the very 
nature of his work is naturally con- 
servative, runs as great a risk if in 
time he proves to have been too con- 
servative, as he would run if in time 
he proves to have been too optimistic. 
This is particularly true in a time of 
business depression when investors 
find market values of securities drop- 
ping far below the prices they paid 
for them. 

“If I have not answered your ques- 
tion adequately, please let me try 
again. 









































“If THE CONTROLLERS INSTITUTE 
never did anything more than it has 
already done in connection with the 
Securities Act it has made a very im- 
portant contribution to the welfare of 
everybody concerned, but I really be- 
lieve that it is just getting a good 
start; to illustrate more clearly what I 
mean I shall take the liberty of quot- 
ing from a letter I wrote to Mr. Lan- 
sing on February 15: 


“The more I think of the subject the 
more I feel that whether or not the neces- 
sary changes are made in the act, action 
such as I have described on the part of 
THE CONTROLLERS INSTITUTE OF AMERICA 
consistently and methodically followed up 
over what may be a long period of time 
would be of great benefit to any officer who 
is sued under the act on a trifling tech- 


The Controller, June, 1935 


nicality or even on an honest important mis- 
take, as it might be helpful to him before a 
jury in proving that accounting officers gen- 
erally regarded the liabilities of the act as 
unfair, unworkable, and unjust.’ 


“The Institute has an important 
problem of another kind in connection 
with the Securities Act and the Securi- 
ties Exchange Act, namely, that of 
helping accounting officers of cor- 
porations to educate their directors 
and other officers to understand and 
appreciate fully the dependence which 
they should put on accurate and re- 
liable accounting in order that the lia- 
bility of all officers and directors may 
be minimized. Full appreciation of 
this in practically all corporations 
would result in better corporate or- 
ganization for sounder and improved 
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accounting, and it would create a 
greater incentive than now exists in 
giving full cooperation to the ac- 
counting officer in order that he may 
be better equipped to protect the in- 
terests of everybody concerned. It 
would also remove the tendency to 
rely too greatly on the audit made by 
independent auditors, without detract- 
ing from the importance of such an 
audit. Such understanding is equally 
important with respect to the liabili- 
ties under the state corporation act 
and under common law. This, I 
realize, fits in with one of the funda- 
mental reasons for the formation of 
THE CONTROLLERS INSTITUTE. It 
possibly may be a subject which 
should be referred to the recently au- 
thorized Research Council.” 


Securities and Exchange Commission’s 
Rulings and Announcements 


STATUS OF HUSBAND AS 
BENEFICIAL OWNER 


On April 16 the commission made pub- 
lic an opinion of John J. Burns, its general 
counsel, concerning the status of a husband 
as the beneficial owner of securities held 
by his wife. This opinion was given in 
reply to numerous inquiries concerning the 
necessity of filing reports under Section 16 
of the Securities Exchange Act. The opinion 
stated that a husband is not the beneficial 
owner of securities held by his wife unless 
he benefits from the securities substantially 
as if he owned them himself, or unless he 
has the power to transfer the securities to 
his own name. 


AMENDMENTS OF FORM 10 
INSTRUCTIONS 


On April 19 the commission announced 
that it had amended the Instruction Book 
for Form 10, with respect to two items. 
One paragraph was added to the instruction 
for Item 34, and an instruction was issued 
for Item 34 (b). 

Item 34 of Form 10 requires certain 
financial information to be given to supple- 
ment certain figures in the registrant’s bal- 
ance sheet, the balance sheet of the regis- 
trant consolidated with its subsidiaries, and 
the balance sheet of unconsolidated subsidi- 
aries. 

The new instruction explains that such 
information as to a subsidiary need not be 
given for the time prior to the date when 


the registrant acquired control of the sub- 
sidiary. 

Item 34 (b) of Form 10 requires the 
registrant to give the amount of any re- 
statement of capital stock made since Jan- 
uary 1, 1925. 


The new instruction explains that this 
applies only to restatements which have re- 
sulted in transfers from capital stock lia- 
bility to surplus or reserves. It does not ap- 
ply to restatements resulting from the 
declaration of stock dividends. 
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On April 24 the commission announced 
that it had further amended the Instruction 
Book for Form 10 with respect to Item 34. 
Item 34 required certain financial informa- 
tion to be given to supplement certain fig- 
ures in the registrant's balance sheet, the 
balance sheet of the registrant consolidated 
with its subsidiaries, and the balance sheet 
of unconsolidated subsidiaries. 

The new instructions, which are an ad- 
dition to those previously provided, relate 
to the furnishing of this information as to 
a predecessor of the registering company. 
They provide that this information need be 
provided only if, in the course of succes- 
sion, the ownership and control of the 
registrant remained substantially the same, 
and if the registrant succeeded in substan- 
tially all, or to a substantial and clearly 
segregated portion, of the assets of the 
predecessor. 


INTERPRETATION OF 
REGISTRATION FORMS 


On April 25 the commission issued the 
following interpretation as to the meaning 
of Item 27 in Form 10 and Item 37 in 
Form A-2, which items require registering 
corporations to list persons (other than di- 
rectors, officers, or employees) to whom 
remuneration of more than $20,000 was 
paid during the past fiscal year. 


“The question has arisen as to the 
meaning of Item 27 of Form 10 and 
Item 37 of Form A-2. The commission 
has ruled that these items do not require 
information concerning ordinary expendi- 
tures made for advertising, whether the 
payments are made directly to an ad- 
vertising medium or to an advertising 
agency. (It is to be noted that an agree- 
ment with an affiliate for advertising, if 
material, should be set forth in answer 
to Item 31 of Form 10.) However, re- 
muneration for publicity advice and 
counsel, not directly connected with the 
obtaining of space or other advertising 
medium, should be set forth. 

“Upon inquiry as to whether ordinary 
payments for freight and express services 
and similar matters should be set forth, 
the commission has ruled that such class 
of services, which have rates determined 
by law or mercantile usage, are not such 
services as fall within the meaning of the 
items in question.” 


RULES FOR OMITTING 
DETAILS FROM PROSPECTUS 

On May 2 the commission published, for 
the convenience of registrants, a consoli- 
dation of the various rules and regulations 
now in effect in regard to the contents of 
prospectuses. This consolidation was 
adopted by the commission as a revision of 
Article 16 of the Rules and Regulations of 
the Securities and Exchange Commission. 
The revised article applies to prospectuses 


The Controller, June, 1935 


for securities registered on all forms except 
for those registered on Form A-2, for which 
a special rule is contained in the Instruction 
Book for that form. 

The only material change involved in the 
revision of Article 16 is a new requirement 
that when the prospectus omits information 
which is contained in the registration state- 
ment, this fact should be stated in the 
prospectus. The provisions of the revised 
Article may be availed of immediately but 
are mandatory only as to prospectuses for 
securities for which statements become ef- 
fective on or after June 15, 1935. 


INSTRUCTIONS AS TO 
NEWSPAPER PROSPECTUSES 


On May 3 the commission adopted the 
rule setting forth special instructions for 
newspaper prospectuses to be used for state- 
ments filed on Form A-2. 

The instructions are drawn with a view 
to making possible a newspaper prospectus 
of about the compass of the offering adver- 
tisement as used before the passage of the 
Securities Act. 


INSTRUCTIONS FOR 
FORM 2 AMENDED 


On May 3 the commission, pursuant to 
authority conferred upon it by Section 7 of 
the Securities Act of 1933, finding that the 
following requirements will provide dis- 
closure necessary and appropriate for the 
protection of investors with respect to the 
class of issuers and securities to which they 
are applicable, amended the Instruction 
Book for Form A-2 for Corporations, as 
amended, by adding after the “Rule as to 
the Use of ‘Form A-2 for Corporations,’ ”’ 
and preceding the “Special Rules as to the 
Use of Form A-2 for Corporations,” the 
following additional matter: 


This form may also be used for regis- 
tration statements (except such state- 
ments as to which a special form is 
specifically prescribed), by a corporation 
organized for the purpose of distributing 
to its stockholders only, water, electricity, 
or gas, and prohibited from paying any 
dividends to its stockholders except upon 
its dissolution or liquidation, provided that: 


1. The corporation has been in exist- 
ence at least fifteen years prior to the date 
of the filing of the registration state- 
ment; 

2. There has been no default by the 
corporation upon any of its funded in- 
debtedness within the period of fifteen 
years prior to the date of the filing of the 
registration statement; 

3. The registrant will have a total in- 
debtedness, upon the issuance of the 
securities registered, not exceeding fifty 
per cent. of the amount, less valuation 
reserves, at which the total assets of the 
registrant are carried on the latest bal- 
ance sheet of the registrant filed with the 
registration statement, giving effect to 
the proceeds of the securities registered ; 
and 

4. Within the period of ten years pre- 
ceding the date of the filing of the regis- 
tration statement, the corporation shall 
not have failed to levy and collect assess- 
ments in amounts sufficient to meet all 
current charges. 


REGULATION OF OVER 
COUNTER MARKETS 


On May 6 the commission announced 
adoption of rules for the regulation of over- 
the-counter markets. These rules are the 
initial step in the program of the commis- 
sion to insure to investors in such markets 
protection comparable to that provided in 
the case of organized exchanges. 


SPECIAL FORMS FOR FIRE 
INSURANCE COMPANIES 


On May 7 the commission promulgated 
a new form for the registration on national 
securities exchanges of securities of com- 
panies in the general fire and casualty in- 
surance business. This form is known as 
Form 13 and is the fourth of the new forms 
for registration under the Securities Ex- 
change Act. The form is not to be used by 
corporations engaged primarily in the busi- 
ness of guaranteeing mortgage or mortgage 
participation securities. The commission, 
however, has promulgated a rule providing 
that life insurance companies shall use the 
form pending the preparation of a separate 
form for their use. 
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REVIEWS of Current Business Publications 


COST ACCOUNTING, Principles and 
Practice (Second Revised Edition). By 
Messrs. James L. Dohr, Howel A. Inghram 
and Andrew L. Love of Columbia Uni- 
versity, a volume of the University Ac- 
counting Series. Roy B. Kester, Ph. D., 
Editor, Professor of Accounting, Columbia 
University. The Ronald Press Company, 
New York City. 621 pages. Price $4.00. 

This book is a complete up-to-date trea- 
tise of cost accounting principles and prac- 
tice. In fact, from certain viewpoints it em- 
braces more than a strict discussion of 
cost accounting. It embraces not only the 
usual description of the various methods 
of cost accounting principles and proce- 
dure, but also the application of budge- 
tary control with relation to cost account- 
ing, the various treatments of idle plant 
capacity, and the distribution of the so- 
called Distribution, Administrative, and 
Financial Costs. 

The authors have coined a new expres- 
sion, “factory service,” to replace the much 
disputed synonymous terms “burden,” 
“overhead” and ‘‘non-productive.” Costs of 
this character are essential in the produc- 
tion of all goods and the old terms rather 
imply that these costs are either burdensome 
or a so-called necessary evil. The adoption 
of this term “factory service,” in the cost 
accounting field, should be beneficial in the 
future from both a cost and management 
viewpoint. 

There are three very well written chap- 
ters concerning the treatment of property 
and plant records, the use of property in 
relation to idle capacity, depreciation and 
depletion. 

Special mention should be made of the 
excellent presentation contained in the 
three chapters dealing with standard costs and 
its correlation with budgetary accounting. 

Although presumably this book was writ- 
ten essentially for accounting students, un- 
questionably cost accountants and major 
executives in the accounting field will find 
it a valuable addition to their library. 

Reviewed by Eart D. PAGE. 


To the Secretary: 

I wish to record my appreciation of your 
promptness and courtesy in supplying me 
with relevant data on unemployment and 
social security legislation pending. 





BOOK REVIEWERS 
WANTED 


Members of THE CONTROLLERS IN- 
STITUTE OF AMERICA who are will- 
ing to review a book occasionally, for 
these columns, are requested to com- 
municate with the editor. A number 
of books are awaiting review. 














In presenting information of this kind 


through your magazine, in my opinion, you 

are living up to the program you started | ASSISTANT AUDITOR 
last year when your articles on depreciation | WANTED 

were the most up-to-date and pertinent, that ee ae ae ee 


appeared in any publication in the United ommend to one of its members a man 
States, on this subject. for employment as assistant auditor, 

I note an advertisement, in a recent issue, with headquarters in New Orleans. A 
wherein someone offered $1 for a certain | man is wanted from 30 to 35 years of 
copy, containing a resume of Treasury De- age, with a college education, and with 
cision No. 4422. My copy is not for sale several years’ experience in public ac- 


at that, or any other price. With kind per- counting a5 well 25. i iadunsial 9 
counting. Communicate by letter to 


sonal regards. Box No. 132 in care of ‘The Control- 
A. Doucias HuME, | ler.” 
William L. Barrell Co., Inc. 

















How to gain efficiency in your organization! 


Make use of successful methods of 
directing work as shown in 


THE OFFICE SUPERVISOR 


His Relations to Persons and to Work 


By HENRY E. NILES 
and MARY CUSHING HOWARD NILES 
Consultants in Management 
& 


Do your various departments work together with complete cooperation, thereby 
avoiding duplication of effort? ‘“The Office Supervisor,” describes how this may 
be accomplished. Do you lose time on important transactions because of clerical 
errors? ‘The Office Supervisor’ suggests 
ways in which the percentage of accuracy “A valuable book, based on ex- 
may be tested and increased. tensive experience chiefly in the in- 

This book covers every phase of office | surance field, but applicable to large 
management from the hiring of employees | #24 small offices of all kinds, suc- 


to job analysis, physical factors control- cessfully aimed at the development 
of efficiency and the conservation of 


ling the output of work—lighting, venti- human values. Interestingly written, 
lation, etc.—and many other important | addressed to the beginner, it may be 
points. It presents a complete picture of profitably read by the experienced as 














the job of the office supervisor in pro- | well.” 

; —MORRIS E. LEEDS, President, 
ducing an harmonious and smoothly Lantio and Ghaataoen 
running organization. 

Ree ee a ae et ene ee ee ae ee ee ee 
JOHN WILEY & SONS, INC., 440 Fourth Avenue, N. Y. C. | 


Please send me, on 10 days’ approval, a copy of Niles and Niles’ “The Office Supervisor.” 
If upon inspection I decide to keep this book I will remit $2.00 to cover its price; otherwise | 


I will return the book. l 
INGORE x ccncdcvaisaseccdescuecas sdcvecsaccucctedvatencecnssdeancunseesnd heedhasdeneaehesngs ceataganauned | 
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ABREOE | cues cdnccckddesvsdnvudedcue¥asvevsdahdnesvscedeusadéusdsectnc cnn chansearnousmeseameesunaaeeel | 








INSTITUTE ACTIVITIES-COMMUNICATIONS 


MEETINGS OF CONTROLS 


Boston 

James W. Mudge, of Ropes, Gray, Boy- 
den & Perkins addressed a meeting of the 
Boston Control, held May 22 at the Univer- 
sity Club. His address consisted of an in- 
formal discussion of miscellaneous tax 
problems, at the conclusion of which a con- 
siderable period was devoted to discussion 
by those present of specific questions. Presi- 
dent Daniel A. Beaton presided. 

The names of the following were placed 
in nomination for officers and directors of 
the Boston Control: 

President—DanlEL A. BEATON, East Lynn. 

Vice-President—Haro_p M. Lawson, Sal- 
ada Tea Company. 

Secretary—Davip R. ANDERSON, Kendall 

Company. 

Treasurer—H. C. Perry, Heywood-Wake- 
field Company. 

Directors 

E. STEWART FREEMAN, Dennison Manu- 
facturing Company. 

FRANK A. Poor, Hygrade Sylvania Com- 
pany. 

WILLIAM J. MaGEE, Norton Company. 


The election took place immediately, and 
the officers and directors named were unan- 
imously chosen to handle the affairs of the 
Control during the coming year. It was an- 
nounced that permission has been given 
by the national Board of Directors for the 
Control to operate hereafter as the New 
England Control. 


Cleveland 


At a meeting held May 22, at the Hotel 
Cleveland in Cleveland, Mr. O. W. Brewer, 
treasurer of The Controllers Institute, made 
formal presentation to the newly organized 
Cleveland Control of the charter recently 
issued by the National Board of Directors. 

In presenting the charter Mr. Brewer 
congratulated the controllers of Cleveland 
corporations on their decision to affiliate 
themselves with The Controllers Institute. 
He expressed the belief that their member- 
ship in the Institute would be beneficial 
from many points of view and reviewed 
briefly the past accomplishments and pres- 
ent program of the Institute. 

The remainder of the evening was de- 
voted to round table discussions under the 
leadership of these men: 


“What To Expect in Federal Taxes’—C. C. 
McConkie, Cleveland Plain Dealer. 

“Duplication of Federal Reports’—J. K. 
Thompson, Erie Railroad Company. 

“Budgetry Control”—L. H. deForest, The 
American Fork and Hoe Co. 

“Attitude of Securities Commission toward 
Bond Discount’—J. J. Anzalone, The 
Chesapeake Corporation. 


The following nominations for officers 
and directors were announced: 


President—J. J. ANZALONE, The Chesa- 
peake Corporation. 

Vice-President—C. C. McConkIE, Cleve- 
land Plain Dealer. 


Secretary-Treasurer—L. H. pEForest, The 
American Fork & Hoe Company. 


Directors 

ARTHUR M. Dewey, The Joseph & Feiss 
Company. 

MatH W. THERNES, The Ohio Public 
Service Company. 

JOHN S. VAN LEER, Addressograph-Multi- 
graph Corporation. 

FRANKLIN J. KOEGLER, Doehler Die Cast- 
ing Company. 

C. H. Brook, Goodyear Tire & Rubber 
Company. 

F. W. Kuni, The Kelley Island Lime & 
Transport Company. 

JOHN K. THompson, Erie Railroad Com- 
pany. 
The election will take place late in June, 

probably on the last Wednesday. Elections 

are for a term of one year. 


Chicago 

Dr. Samuel M. Stevens, Director of Uni- 
versity College, Northwestern University, 
addressed the Chicago Control on May 14 
on “The Psychology of Handling People.” 

The Nominating Committee of the Chi- 
cago Control, of which Mr. Frank L. King, 
controller of the Continental Illinois Na- 
tional Bank and Trust Company, is chair- 
man, has reported the names of the follow- 
ing as nominees for the offices indicated: 


President—ArTHUR EE. Hatt, Chicago 
Daily News. 

Vice-President-—ERNEST L. OLRICH, Mar- 
shall Field & Company. 

Secretary—FRANK G. LABONTE, Marsh & 
McLennan, Inc. 

Treasurer—H. L. DROEGEMUELLER, The 
First National Bank of Chicago. 


Directors 

STANLEY B. BerG, Cherry-Burrell Corpora- 
tion. 

FRANK J. Ex.is, William Wrigley, Jr. 
Company. 

Puittie R. Gates, United States Cold 
Storage Corporation. 

Frep M. Kascu, Jewel Food Stores. 

WittiAM P. KELLy, International Har- 
vester Company. 

GeorGcE D. E. McANINCH, Victor Manu- 
facturing & Gasket Company. 

MartTIN M. Tveter, A Century of Prog- 
ress. 


The officers and directors are to be 
elected for terms of one year. The election 
will be held at the June meeting of the 
Chicago Control. 


New York 


A meeting of the New York City Con- 
trol held on May 16, was addressed by Mr. 
James S. Carson, an authority on Latin- 
America. He is vice-president of the 
American and Foreign Power Corporation 
and chairman of the Council on _Inter- 
American Relations, Inc. 

Mr. Carson gave an interesting address 
on the economic conditions and politics of 
the Latin-American countries. 

The Committee on Nominations of 
which Mr. Clarence E. Price is chairman, 
has nominated the men listed below for the 
offices indicated: 

President—O. W. BREWER, American Gas 

Association. 

Vice-President—H. F. ELBERFELD, Colgate- 

Palmolive-Peet Company. 

Secretary—W. J. WILCKENS, Empire Power 

Corporation. 

Treasurer—B. C. Witicox, Grolier So- 
ciety. 
Directors 
PuHiLip I. CARTHAGE, Interstate Department 

Stores, Inc. 

ARTHUR E. Davis, The Royal Typewriter 

Company, Inc. 

THomas L. Evans, Weston Electrical In- 
strument Corporation. 

J. H. MacDOoNALD, Trade Ways, Inc. 

CLARENCE E. Price, Peck & Peck. 

F. S. Rapp, International Cement Corpora- 
tion. 

R. K. SHIRLEY, Freeport Texas Company. 

Officers and directors are to be elected at 
the June meeting, all of them for terms of 


one year. 
Philadelphia 


“A Taxing Program for State and Na- 
tion” was set forth and described in de- 
tail by Mr. Franklin S$. Edmonds at a 
meeting of the Philadelphia Control held 
May 10, at the Manufacturers and Bank- 
ers Club. 

Mr. Edmonds is a member of the law 
firm of Edmonds, Obermayer and Reb- 
mann. The meeting was attended by 
eighty members and guests and the ad- 
dress proved to be one of absorbing in- 
terest. 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


Pittsburgh 


A meeting of the members of the Pitts- 
burgh Control was held at the South Hills 
Country Club, Tuesday, April 30. It was 
preceded by a meeting of the Board of 
Directors of the Control. At the meeting of 
the Control there was an informal discus- 
sion of special topics of current interest to 
members and plans were made for programs 
for meetings to be held later in the year. 

A meeting of the Pittsburgh Control was 
held May 28 at the Edgewood Country 
Club. The afternoon was spent playing 
golf, and dinner was served at 7 o'clock 
at, the club, followed by a meeting. 

Of the several subjects suggested by the 
members, the Program Committee selected 
the following for discussion at this meet- 
ing: 

(1) Taxation tendencies, consequences, 
and corporate policies regarding 
them. 

(2) The practice of claiming deprecia- 
tion in tax returns in amounts in 
excess of depreciation charged to 
income. 

(3) The general theory of depreciation 


accounting versus retirement ac- 
counting. 
(4) Property accounting, including addi- 


tions, replacements, repairs, and de- 
preciation methods. 
Each member was called on for remarks 
on these’ subjects. 


San Francisco 


“Managed Currency—A Brake on Re- 
covery,” was the subject of an address de- 
livered before the San Francisco Control on 
May 9 by Mr. Alvin Langfield, an invest- 
ment counselor, connected with Oyster, 
Seward, Sisson and Trowbridge, of San 
Francisco. Mr. John G. Larson presided in 
the absence of President C. H. Brown. The 
Control is planning to have an afternoon of 
golf, to be followed by dinner and an in- 
formal meeting, early in the summer. 

The following nominations for officers 
and directors were presented by the Com- 
mittee on Nominations, composed of 
Messrs. A. T. Saunders, chairman; C. C. 
Gibson and J. R. McKee: 


President—JOHN G. Larson, California 
Packing Corporation. 

Vice-President—EDWARD V. MILLS, Fire- 
man’s Fund Insurance Company. 

Treasurer—CHARLES A. SMITH, American 
Trust Company. 

Secretary—J. E. Brokaw, Crown-Zeller- 
bach Corporation. 


Directors 
E. F. C. Parker, California Water Service 
Company. 
A. T. SAUNDERS, Balfour Guthrie & Com- 


pany, Ltd. 
C. E. ScHINK, California & Hawaiian 


Sugar Refining Corporation, Ltd. 

It is proposed that Mr. C. H. Brown, 
who is completing his term as president, 
will remain as an ex-officio member of the 


Board of Directors. The Board is giving 


consideration to a plan to invite THE CoN- 





Inventory and Peak Periods 


INVENTORY WORK 

As the inventory is one of the most important assets on the balance sheet 
and the fluctuation is carefully watched, it is essential to ascertain the identity 
of the concern which is to be responsible for the accuracy of the computation, 
classification, segregation and recapitulation of the figures. 

Over a period of twenty-five years our clients in New York and other cities, 
to whom we are privileged to refer, have endorsed the quality of our services 
and the reputation of our organization in this distinct and separate phase of 
inventorying. 

We furnish a certificate of verification. 

Terms are based upon the work involved or at a per diem and hourly rate 
per operator with machine. 


SPECIAL COMPUTING SERVICE 
A permanent organization of skilled Comptometer operators is maintained by 
us for work at our office or at the client’s place of business. 


INDUSTRIES SERVED 
Our clients are representative concerns in more than forty different lines of 
industry, including retail, wholesale and manufacturing ; accounting, engineering 
and appraisal firms and financial institutions. 


THE INVENTORIES COMPUTING COMPANY, Inc. 


Established 1909 
107 William Street, New York 


Auditors of Inventories 


Telephone 
Specialists in Computing 


John 4-1493 





TROLLERS INSTITUTE OF AMERICA to hold 
its annual meeting in San Francisco in 1937 
or 1938. 

Mr. C. E. Schink communicated to the 
control an invitation to the members to 
visit the California & Hawaiian refinery at 
Crockett, for an afternoon and evening, to 
inspect the refinery operations and to dine 
there as guests of the company. The date 


will be set to meet the convenience of the 
majority of the members. 


Mr. Henry W. Sweeney has resigned as 
assistant controller of the Commercial In- 
vestment Trust Corporation to fill the posi- 
tion of depreciation expert with the Federal 
Communications Commission in Washing- 


ton, D.C. 





A WORD ABOUT MEMBERSHIP 


NLY a comparatively small number of memberships in The In- 
stitute remain to be filled before the number reaches 500. It 
is expected that that number will be reached, and passed, before the 
date of the Fourth Annual Meeting of The Institute rolls around in | 
September. 

To members who have friends or acquaintances who are eligible to 
membership, and who might wish to be numbered among the first 
500, it is suggested that this word be passed along. 

The strictness with which The Institute has adhered to its high 
eligibility standards, and the exclusive organization which has resulted, 
have claimed the respect and support of the men in this field, many of 
whom have taken occasion to compliment the officers and directors 
of The Institute on the progress which is being made. 

A dignified, conservative, responsible organization has been the aim 
from the beginning, nearly four yeats ago—an organization of high 
ideals. Much of the strength of The Institute lies in the fact that those 
objectives are being attained. 

















INSTITUTE ACTIVITIES-COMMUNICATIONS 


DEFINITION OF 
CONTROLLER’S DUTIES 


Definitions of the duties and of the 
authority of controllers in the by-laws or 
special resolutions adopted by directors 
of corporations indicate that business 
leaders are placing increasing emphasis 
on the controller’s functions. Here is an 
article from the by-laws of one of the 
prominent corporations of the country, 
submitted recently by a controller apply- 
ing for membership in THE CONTROLLERS 
INSTITUTE OF AMERICA: 


Controller 

The controller shall maintain ade- 
quate records of all assets, liabili- 
ties, and transactions of the com- 
pany; shall see that adequate audits 
thereof are currently and regularly 
made; and, in conjunction with 
other officers and heads of de- 
partments, shall initiate and en- 
force budgets and other measures 
and procedures whereby the busi- 
ness of this company shall be con- 
ducted with a maximum of safety, 
eficiency, economy, and profit. 
Whenever requested by the board 
of directors or by the executive 
committee he shall render a state- 
ment of his accounts; and he shall 
at all reasonable times exhibit his 
books and accounts to any officer 
or director of the company upon 
application at the office of the 
company during business hours; 
and he shall give such security for 
the faithful performance of his du- 
ties as the board of directors or 
the executive committee may de- 
termine. 





WIDE DISTRIBUTION OF | 
“FUNCTIONS OF CON- 
TROLLER” 


More than 6,500 copies of the 
report, “Functions of the Con- 
troller,’ have been distributed 
within a month by the Metropoli- 
tan Life Insurance Company. The 
CONTROLLERS INSTITUTE OF 
AMERICA assisted that company in 
preparing this new edition of the 
report. Mr. B. G. Smith, con- 
troller of E. R. Squibb & Sons, 
and chairman of The Institute's 
Committee on Professional Stand- 
ing, had charge of the work done 
by The Institute. 











MEETINGS OF CON- 
TROLS 


May 9: San Francisco Control: 
Speaker, Alvin Langfield; sub- 
ject, “Managed Currency—A 
Brake on Recovery.” 


May 10: Philadelphia Control: 
Speaker, Franklin Spencer Ed- 
monds; subject, ““A Taxing Pro- 
gram for State and Nation.” 


May 14: Chicago Control: 
Speaker, Dean Samuel M. Ste- 
vens; subject, ‘‘Psychology in 
Handling People.” 

May 16: New York City Control: 
Speaker, James S. Carson; sub- 
ject, “Economic Conditions in 
Latin America.” 


May 22: Boston Control: Speaker, 
James W. Mudge; subject, 
“Federal Income Tax Matters.”’ 


May 22: Cleveland Control: 
Round Table Discussion of 
three subjects. 


May 28: Pittsburgh Control: 


Round Table Discussion of 
four subjects. 











PERSONAL 


Mr. Paul D. Preger, of the North Ameri- 
can Company, was appointed controller of 
that company at a recent meeting of its 
Board of Directors. He has been with the 
company since 1923. Twenty-one years ago 
Mr. Preger started work as an office boy for 
E. H. Rollins & Sons. He quickly advanced 
to head bookkeeper for that concern. Later 
he engaged in public accounting as a junior 
and senior accountant. He has been a 
member of THE CONTROLLERS INSTITUTE 
OF AMERICA for two years. 


NEW MEMBERS ELECTED 


At a meeting of the National Board of 
Directors of THE CONTROLLERS INSTITUTE 
OF AMERICA, held May 27, 1935, the fol- 
lowing were elected to active membership 
in The Institute: 


JAMES S. ADAMS 
Benton & Bowles, Inc., New York City. 
EArt V. BATTEURS 
aeeniaial Rayon Corporation, Cleveland, 
10. 
GEorGE L. BRISCOE 
Commerce Clearing House, Inc., Chicago. 
JAMES E. M. Brown : 
Queens Borough Gas & Electric Com- 
pany, Far Rockaway, New York. 


E. J. CUNNINGHAM 
Monsanto Chemical Company, St. Louis, 
Missouri. 

ARTHUR M. DEwEyY 
The Joseph & Feiss Company, Cleveland, 
Ohio. 

Ray W. Dos£ 
Borg-Warner Corporation, Chicago. 

FRANK M. FISHER 
The Lehigh Coal and Navigation Com- 
pany, Philadelphia. 

H. F. HARRINGTON 
The Boatmen’s National Bank of St. 
Louis, St. Louis, Missouri. 

Fred W. KUHL 
The Kelley Island Lime & Transport 
Company, Cleveland, Ohio. 

JOHN G. LIVENGOOD 
Missouri-Kansas-Texas Railroad Com- 
pany, St. Louis, Missouri. 

C. C. McConkKIE 
The Plain Dealer Publishing Company, 
Cleveland, Ohio. 

W. S. Moore 
The Greyhound Corporation, Chicago. 

O. GORDON PRITCHARD 
Simmons Company, New York City. 

M. W. THERNES 
The Ohio Public Service Company, 
Cleveland, Ohio. 

JOHN K. THOMPSON 
Erie Railroad Company, Cleveland, Ohio. 

WALTER H. WIESE 
Byron-Jackson Company, Los Angeles, 
California. 








R. 8S. MARSHALL CO. 


Accountants Specializing in 


NEW YORK STATE CORPORATION TAXES 


Since 1922 


50 Broadway, New York 






































Plan Now [lo Attend 


FOURTH ANNUAL MEETING 


CONTROLLERS INSTITUTE OF AMERICA 
September 16, 17, 1935 


WALDORF-ASTORIA HOTEL, NEW YORK CITY 


Arrange your vacation schedule, your plans for visits to New York, 
so as to include attendance at the Fourth Annual Meeting. 


The program, it is promised, will be more 


interesting and valuable than ever. Sev- 
eral nationally known speakers will be 
heard, on pertinent subjects; and several 
carefully prepared papers will be pre- 
sented by members of The Institute, and 
discussed by other members. One whole 
session will be devoted to discussion of 
Institute affairs. Attendance will make 


your membership more valuable to you. 


The greatest value to members of The Insti- 


tute that will flow from this Annual Meet- 
ing is the opportunity that will be afforded 
to become better acquainted with control- 
lers from all parts of the country—to talk 
with them, obtain their points of view, 
their latest chat about current conditions 
and problems. The program will be so 
arranged as to provide plenty of oppor- 
tunity to make new acquaintances and 


strengthen old ones. 


SPECIAL RAILROAD RATES 


Arrangements have been made for reduced rates on railroads for attendance at this meet- 


ing, on the certificate plan, provided 100 certificates are presented for validation. Good 


for members and dependents. Details will be given in a special bulletin to be had later 


on request. 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-Second Street 








New York City 

















Shaw -Walker Presents a Real 


Rent-Saving 
Opportunity 


with highly organized 
90-Inch Skyscraper Desk 


HE four Skyscraper Desks pictured at the right are 10 inches 

shorter than the old standard desks, yet provide full work- 
ing space because of their unique design and organization. This 
means more desks per office or, if you prefer, less office space 
per desk. And this, in turn, means a definite saving in office 
rent. 

The second desk illustrated is a new Shaw-Walker develop- 
ment. It is wired for a transcribing machine, has a fixed plat- 
form for typewriter, and space for five extra cylinders. The desk 
thus becomes virtually a complete transcribing and typing ma- 
chine. 

Reduced Prices on All Models 

Effective June 1, 1935, the prices on the four models here 
shown were substantially cut, reductions ranging up to 13%. 
See the new prices under each model. 

Liberal allowances will be made on your old office furniture, 
traded in toward Skyscraper Desks and Chairs. 


What Are You Paying for Stenographic Help? 

It has been established that 70% of the cost of your stcno- 
graphic department consists of rent and labor. Economies in 
office arrangement and increased working efficiency afford an 
opportunity to earn back the cost of modern equipment in a 
short period. Your savings, of course, continue year after year. 
It will pay you to get in touch with the nearest Shaw-Walker 
branch. 


, “Buile Like a 
Skyscraper” 





GHAW-WALKER 


Chrysler Building, New York 
Branches in All Principal Cities 





63.5¢ 


NOW $57.00 





Cat. No. 5034 DH 
Drop Head Typewriter Desk 


Cat. No. 5034 
Flat Top Clerical Desk 











Old Price $84.7 


4.73 
NOW $73.00 








Cat. No. 5034 PLH 
Secretarial Desk 


At left — Organized center 
drawer of 5034 PLH. - 








Cat. No. SO34TW 


Fixed Platform Typewriter 
Desk. Changed into Tran- 
scribing 





Cat. No. 6010-2, Pin and Clip Tray 
in Upper Right Hand Drawer 


> 





Old Price 358.50 
NOW 350.50 














?; 








